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AT&T and Verizon state that section 254(b)(3) of the Act was not intended to

remedy a lack of rate comparability that existed prior to the passage of the Act in 1996.

The California Commission also asserts that the range of rates at the time the 1996 Act

was adopted sufficiently defines �reasonably comparable.�   Both of these claims are

without any statutory basis and should be rejected.

If AT&T�s and Verizon�s analysis of the purpose of the Federal fund were correct

their would be no need for the kind of Universal service fund that transfers funds

between states.  That is the kind of fund we are considering here.  Although increased

local competition resulting from the mandatory interconnection and unbundling

provisions of the Act may cause rate deaveraging within a state, those pressures will

not materially change the cost of providing local service in the state.  Deaveraging may



cause residential and rural rates to increase.  However, that kind of harm to rate

comparability can and should be supported by intrastate universal service funds.  That

harm does not require Federal assistance.  Federal assistance is needed to offset high

average states� costs which cannot be brought down without financial help from outside

the state.

The Federal support program codified into Federal Law the kind of high cost

support programs established by the Commission and Separations Joint Board prior to

the existence of the Act.  The support program under review here, like the program

which it subsumed and replaced, was designed to address state to state cost

differences and not intrastate rate increases caused by rebalancing in response to local

competition.1  The sufficiency and �reasonably comparable� language of § 254(b)(3)

was added because the high cost fund that existed prior to the passage of the Act

contained no means to ensure that the funds provided were sufficient to support the

needs of high cost states.  Indeed, that pre-Act fund arbitrarily provided inadequate

support for high cost states served by companies serving over 200,000 lines.  Vermont

had a waiver petition before the Commission for nine years proceeding the passage of

the Act to try to remedy that problem.  § 254(b)(c) of the Act established those

necessary funding standards and made that petition moot.

                                           
1 The Joint Board and this Commission has itself stated that the purpose of

Federal support to nonrural carriers is to deal with cost differences between states.
They have stated that cost and rate differences with states are primarily the
responsibility of the states themselves.



The Act�s Federal funding mechanism, which contains standards for determining

the sufficiency of state to state fund transfers, can only reasonably be interpreted as

being intended to remedy the inadequacies of the pre-Act high cost support mechanism.

Those  standards therefore must apply to the lack of reasonable comparability that

existed prior to the passage of the Act.

Respectfully submitted,
             ___________________________________
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